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Defense Business Board 


PREFACE 


This report is a product of the Defense Business Board 
(DBB). Recommendations by the DBB are offered as 
advice to the Department of Defense (DoD) and do not 
represent DoD policy. 


The DBB was established by the Secretary of Defense 
in 2002 to provide the Secretary and the Deputy 
Secretary of Defense with independent advice and 
recommendations on how “best business practices” from 
the private sector’s corporate management perspective 
might be applied to the overall management of DoD. 
The DBB’s members are corporate leaders and managers 
with demonstrated executive-level management and 
governance expertise. They possess a proven record of 
sound judgment in leading or governing large, complex 
corporations and are experienced in creating reliable 
solutions to complex management issues guided by best 
business practices. 


Secretary of Defense Donald Rumsfeld, in accordance 
with the provisions of the Federal Advisory Committee 
Act (FACA) of 1972 (5 U.S.C., Appendix, as amended) and 
41 C.F.R. § 102-3.50(d), established the DBB. The DBB 
members are unpaid special government employees 
appointed by the Secretary of Defense. 
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DEFENSE BUSINESS BOARD 
1155 DEFENSE PENTAGON 
WASHINGTON, DC 20301-1155 


DEFENSE 
BUSINESS 
BOARD 


February 9, 2015 


The Honorable Ashton B. Carter 
The Honorable Robert O. Work 
1000 Defense Pentagon 
Washington, D.C. 20301 


Dear Secretary Carter and Deputy Secretary Work, 


The Defense Business Board (DBB) is pleased to submit its report of findings and relevant 
and actionable recommendations to help transform the Department of Defense’s six core 
business processes. 


On October 15, 2014, Deputy Secretary Work, asked the DBB to form a Task Group 
to review the Department of Defense’s (“the Department”) six core business processes: 
human resource management, healthcare management, financial management, acquisition 
and procurement, logistics and supply, and real property management; and supporting 
information technology (IT). 


The objective of the study was to provide actionable recommendations on private 
sector best business practices that the Department could adopt and implement in order 
to modernize its business processes and supporting systems to create an agile enterprise 
shared services organization with improved efficiency and sustained system security. See 
Section A for a copy of the Terms of Reference outlining the scope and deliverables for the 
Task Group. 


The study had two focal points. The first focal point was data collection and analysis. 
A critical element of the Task Group’s approach was the receipt of data from the Office of 
the Deputy Chief Management Officer that was collected and analyzed across the six core 
business processes within the Department (Army, Air Force, Department of the Navy, and 
the Fourth Estate). The data for the Combatant Commands was embedded in all the six 
core business processes. The focus of the data collection and analysis was on the workforce 


labor and costs (FY 2013 actuals) within each agency, across the business functions, as 
depicted in Section B, page 19 (slide 3) of the executive summary. This was the first 
time the Department used this methodology, aimed at targeting productivity gains in 
order to identify cost savings that could be used for Military Services’ modernization and 
readiness efforts during a dire budget environment. 


The second focal point was change management and strategic communications. The 
workforce is the fundamental enabler to successfully achieve productivity gains through 
business process re-design, innovation, and technology. The very top senior leader 
must have a clear vision that is aligned with a strategy and widely communicated. Every 
employee must understand the intent, purpose, and effects of organizational change in 
order to feel as though they are a part of the process and embrace new ways of doing 
business. Given the Department’s uniqueness, external communications is equally as 
important as internal communications, especially in gaining Congressional support. 


Ms. Roxanne Decyk and Mr. Kenny Klepper served as the Task Group Co-Chairs. The 
other Task Group members were Mr. Phillip Odeen and Mr. Emil Michael. Ms. Kelsey 
Keating served as the staff analyst and Colonel Leslie Caballero, U.S. Army, served as the 
military representative. 


The Task Group’s draft findings and recommendations were presented to the DBB 
for deliberation at their January 22, 2015 quarterly meeting where the DBB voted to 
approve the recommendations. See Section B for an executive summary of the study 
with findings and recommendations and Section C for a copy of the complete study which 
was approved by the DBB. 


In addition to drawing on their own expertise, the Task Group interviewed over 85 
individuals from government, think tanks, and private industry, including current 
and recent Department senior military and civilian leaders. See Appendix D for list 
of interviews. The Task Group also reviewed reports on the Department’s business 
operations and best practices from industry, academia, think tanks, and Federal agencies. 


The Department is operating in an uncertain world under a declining and unpredictable 
budget. There are many potential threats to the country’s national security. To effectively 
respond to global crises, the Department must have a stable and appropriately-sized 
budget. By rapidly adopting and implementing the DBB’s recommendations, a potential 
savings of $75-150 billion in the next five years could be realized. Recommendations 


for productivity gains were identified in four areas: 1) Contract Soend Optimization; 2) 
Labor Optimization; 3) IT Modernization; and 4) Business Process Re-engineering. The 
greatest contributions to the savings are contract optimization and labor optimization. 
Early mobilization is the single biggest lever — every billion saved in 2016 is worth five 
billion in fiscal years 2016 to 2020 due to the compounding effect. 


4 


Robert Stein, 
DBB Chair 


Respectfully submitted, 


<<! 
Roxanne Decyk, Kenny Klepper, 
Task Group Co-Chair Task Group Co-Chair 
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Terms of Reference 


Section A 


IZ 


DEPUTY SECRETARY OF DEFENSE 
1010 DEFENSE PENTAGON 
WASHINGTON, DC 20301-1010 


OCT 15 2014 


MEMORANDUM FOR CHAIRMAN, DEFENSE BUSINESS BOARD 


SUBJECT: Terms of Reference — “Transforming Department of Defense Core Business 
Processes for Revolutionary Change” 


The Department of Defense (DoD) spends about $100B annually on core business 
processes (1i.¢., human resource management, healthcare management, financial management, 
acquisition and procurement, logistics and supply, and real property management) that support 
our mission. Private sector businesses, particularly large global corporations with business 
process challenges analogous to those of DoD, have experienced significant cost savings through 
the implementation of process redesigns and agile reference architectures. While DoD has 
improved its core processes and the supporting information technology (IT) hardware and 
software over the last decade, the Department still lags behind the commercial sector. The 
application of commercial sector lessons learned, combined with modern, commercially-derived 
IT approaches, may enable the Department to save money and resources while improving 
mission performance, 


My goal is to modernize our business processes and supporting systems and create an 
agile enterprise shared services organization in order to reduce costs, maximize return on 
investment, and improve performance while ensuring we maintain system security. To ensure 
our efforts leverage best practices, I am establishing a Task Group under the Defense Business 
Board (DBB) to review and recommend changes to the Department’s current plans for enterprise 
modernization. The task group’s recommendations should be specific and actionable in order to 
enable the creation of an agile enterprise shared services organization. The Task Group should: 


e Identify how private sector enterprises create a cost conscious culture and propose 
how DoD might do the same. Your analysis should include how private sector 
enterprises consolidate IT “utilities” to create efficient and agile organizational 
performance. Consider the use of third parties to evaluate and recommend ways to 
best reconfigure all or part of DoD’s supporting business processes and their 
associated IT. Consider ways a vender analysis work product might be used to derive 
needed financial and transaction data for application to DoD. 

e Consider a conceptual roadmap that will support a staged modernization of an OSD 
Principal Staff Assistant organization. Recommend how best to enable the 
construction and operation of the new technology “stack” to support redesigned 
business processes. 

e Recommend an approach for the Department to establish a means (such as a cash 
flow model) to identify and quantify the economic value of modernization on a 
productivity basis. Propose how enterprise modernization can best be structured to 
bring innovation and agility to the “end user” community to gain additional 


on AT 


OSD011861-14 


co 
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e Make recommendations to the DoD Enterprise Roadmap to address shared 
approaches to IT services and all of the above. 

e Consider utilizing the results and analyses of previous studies relevant to this 
analysis. 


The DBB will provide its findings and recommendations to the Secretary of Defense or 
the Deputy Secretary of Defense, informed by the Task Group’s work, no later than its January 
2015 quarterly meeting. The Offices of the Deputy Chief Management Officer; Chief 
Information Officer; and Under Secretary of Defense for Acquisition, Technology and Logistics 
will serve as DoD liaisons for this project and provide technical assistance as needed. The Joint 
Chiefs of Staff will also support, as required. 


In accordance with DoD policy, Ms. Roxanne Decyk and Messrs. Kenny Klepper, Philip 
Odeen, and Emil Michael are appointed as members of the Task Group, pursuant to 5 U.S.C. § 
3109, to serve as special and government employee members for the life of this study. Ms. 
Decyk is also designated as the chair of the Task Group. These four individuals are also 
currently appointed as members of the DBB. 


As a subcommittee of the DBB, and pursuant to the Federal Advisory Committee Act of 
1972, the Government in the Sunshine Act of 1976, and other appropriate federal statutes and 
regulations, this Task Group shall not work independently of the Board's charter and shall report 
its recommendations to the full DBB for public deliberation and approval. The Task Group does 
not have the authority to make decisions on behalf of the Board, nor can it report directly to any 
federal representative. The members of the Task Group are subject to 18 U.S.C § 208, which 


governs conflicts of interest. 


co: 

Chairman of the Joint Chiefs of Staff 

Under Secretary of Defense for Acquisition, Technology 
and Logistics 

Deputy Chief Management Officer 

Department of Defense Chief Information Officer 
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Executive Summary 


Section B 
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TASK GROUP BIOGRAPHIES 


Roxanne J. Decyk 
Former Executive Vice President, 
Royal Dutch Shell 


Roxanne Decyk retired in 2012 from the position of Executive Vice 
President, Global Government Relations for Royal Dutch Shell. 


Previously, she was a member of the Executive Committee of Royal 
Dutch Shell plc, and served as Corporate Affairs and Sustainable 
Development Director, Chief of Staff for Shell Oil Company, and 
head of strategy for Royal Dutch Shell. 


Ms. Decyk has also held senior positions with Amoco Oil Corporation and Navistar, formerly 
International Harvester Company. Early in her career, she practiced law with a major U.S. firm 
and worked in the advertising and public relations fields. 


Active in a number of international industry and community organizations, Ms. Decyk has 
served on the boards of several companies in both the U.S. and the U.K., and currently is a non- 
executive director of Petrofac Ltd., Ensco Plc, DigitalGlobe Inc. and ATK. She currently chairs 
the ATK compensation committee, has chaired remuneration, governance, nominating and 
audit committees, and has been awarded the Directors Choice Award. She serves as president 
and a trustee of the Georgia O’Keeffe Museum. In 2013, she was appointed to the Defense 
Business Board, which advises the Secretary and Deputy Secretary of Defense and other senior 
government leaders when a private sector perspective is useful. Ms. Decyk has served on the 
Subcommittee for Capacity Building and Skills Training of the International Council on Women’s 
Business Leadership for the U.S. State Department, and is a member of the Council on Foreign 
Relations, and the Chicago Council on Global Affairs. 


Ms. Decyk graduated from the University of Illinois with a degree in English literature and 
advertising, and from Marquette University with a Juris Doctor. 


In addition to her portfolio of international corporate and philanthropic boards, she continues her 


research and lecturing on comparative international governance and sustainable development 
topics, and is a Ford Scholar at the Ford Center for Global Citizenship at Northwestern University. 
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Kenneth Klepper 
Former Present & Chief Operating Officer, 
Medco Health Solutions 


Mr. Klepper is a successful executive with a diverse set of 
experiences. He served as President and Chief Operating Officer 
of Medco Health Solutions until 2012. 


Mr. Klepper was recruited to Medco Health Solutions in 2003 
where he was part of a leadership team that spun the troubled 
company out from Merck with an initial market cap of $5.6 billion. 
Under his leadership, the Fortune 500 company achieved many 
financial and industry recognitions, including the No. 1 position in the category “Health Care: 
Pharmacy and Other Services” on Fortune’s Most Admired Companies List from 2007 to 2012. 
In 2012 Medco was successfully sold for $29 billion. 


From 1995 to 2003 Mr. Klepper was an executive at Empire Blue Cross Blue Shield of New York, 
the nation’s largest Blue Cross franchise. He was the first executive recruited to the CEO’s 
turnaround team to help the company recover from near bankruptcy. Within twelve months, 
financial stability was achieved and the ensuing years of rapid and profitable growth enabled a 
successful IPO to a publicly traded company in 2002. 


On September 11, 2001, Empire’s headquarters was the second largest tenant in the World Trade 
Center, with 2,000 personnel occupying ten full floors in Tower One and below ground space in 
Tower Two. Empire lost eleven people in this tragedy. Mr. Klepper was responsible for disaster 
recovery and the many difficult consequences of the attack. These recovery efforts were singled 
out and recognized by a Harvard Case Study titled, “The Worst That Could Happen.” Overcoming 
this disaster and recovering the company with minimal lasting operation’s disruption was key to 
the company being positioned for its successful IPO in 2002. 


From 1991 to 1995 Mr. Klepper served at CIGNA Health Care where he was responsible for 
establishing the practice of Business Process Quality Management for CIGNA’s California 
Healthcare operations. Due to the impact of his programs, he was promoted within fourteen 
months and moved to reporting to the President where he was given national responsibility for 
CIGNA’s provider operations, a critical but troubled part of the company. 
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Prior to his roles at CIGNA, Mr. Klepper spent nineteen years in the energy industry where he 
was responsible for Chemical Plant and Refining operations. This experience led to a unique 
understanding of the intersection of critical process management, advanced computer control, 
and industrial scale operations. 


Mir. Klepper currently serves on the Board of Directors at Diplomat Pharmacy, Inc. 


Mr. Klepper is a member of the Defense Business Board and the Chief of Naval Operations 
Executive Panel, where he has proudly served four CNOs. He also serves on the Board of 
Directors at the United States Naval Institute. 


Mir. Klepper resides in Franklin Lakes, NJ with his wife and has two grown children. He is an avid 
outdoorsman enjoying sport fishing, motorcycle riding and the study of history. 


Emil Michael 


Senior Vice President of Business at Uber Technologies, Inc. 


Emil Michael is the Senior Vice President of Business at Uber 
Technologies, Inc., an Internet start-up based in San Francisco, 
CA. In addition, he is an investor/advisor in and to several other 
technology companies, including: Boku, Bureau of Trade, ChatID, 
Codecademy, Evolv, Flipborad, Fonality, IfOnly, GroupMe (sold to 
Skype), Jawbone, Jelli, Lookout, Picadee, RingCentral, Rockmelt, 
SignNow, Sniplt, SweetGreen, Swipely, Taser, ThinkFuse (sold to 
Salesforce.com), Xobni and ZocDoc. Previously, Mr. Michael was 
the Chief Operating Officer and member of the Board of Directors of Klout, Inc., Senior Vice 
President of Field Operations at Tellme Networks, Inc. (sold to Micrsoft) and an associate in 
Goldman Sachs’ Communications, Media and Entertainment Group in New York City. 


Mr. Michael served as a White House Fellow to the Secretary of Defense from 2009 through 
2011. He is a graduate of Harvard University with an AB degree in Government and Stanford Law 
School where he received a JD. Emil currently lives in San Francisco. 
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Philip A. Odeen 


Corporate Board Director, 
Former Chairman AES Corporation & Convergys 


Phil Odeen is the non-executive Chairman of AES, an international 
power company and Convergys, a leading outsourcing company. 
He is former chairman of Avaya Inc., as well as Reynolds & Reynolds, 
and served as interim CEO of Reynolds & Reynolds from 2004- 
2005. From the fall of 2005 until mid 2006, Mr. Odeen served as 
CEO of QinetiQ North America, a leading U.K. defense technology 
company and supported the company’s expansion. He continues 
to serve on their U.S. Board. 


Earlier, Mr. Odeen was Chairman and CEO of TRW, a major industrial corporation providing 
advanced-technology products and services primarily in the automotive, defense, and aerospace 
sectors, which was acquired by Northrop Grumman in 2002. Prior to becoming Chairman, he 
was a member of TRW’s Management Committee and responsible for TRW’s $3 billion Systems 
and Information Technology business. He also served as executive Vice President of Washington, 
DC operations. 


Mir. Odeen was President and CEO of BDM, which TRW acquired in 1997, and directed its growth 
and evolution as a multi-national information technology (IT) firm. Under his leadership, BDM 
grew from under $300 million in revenue to over $1 billion in five years. Mr. Odeen served as Vice 
Chairman Management Consulting Services, at Coopers & Lybrand, where he directed a practice 
of 2,500 consultants in 30 cities across the United States. Earlier, he served as Managing Partner 
of the firm’s public sector practice for 13 years. From 1973 to 1978, he was Vice President of the 
Wilson Sporting Goods Company. 


Mr. Odeen has served in senior positions with the Office of the Secretary of Defense and 
the National Security Council staff. He was Principal Deputy Assistant Secretary of Defense 
(Systems Analysis) and later led the Defense and Arms Control staff for then-National 
Security Advisor, Henry Kissinger. In 1997, Secretary of Defense William Cohen selected 
Mr. Odeen to chair the National Defense Panel. He is a member of the Chief of Naval 
Operations Executive Panel, and was a member and former Vice Chairman of the Defense 
Science Board. Mr. Odeen is a Fellow of the National Academy of Public Administration. 
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ADMIN 
APP 
BMS 
BPO 
BPR 
BTA 
CADE 
CAPT 
CBP 
CEO 
CFO 
ClO 

CIV 
CIVPERS 
CMMI 
CNAS 
CO 
COTS 
CTR 
DBB 
DBC 
DCMO 
DEPSECDEF 
DEPTS 
DEV 
DEXCOM 
DIMHRS 
ECSS 
ERP 

°F 

FTE 

FY 

GAO 


LIST OF ACRONYMS 


Administrative 

Application 

Business Systems Modernization 
Business Process Outsourcing 
Business Process Reengineering 
Business Transformation Agency 
Customer Account Data Engine 
Captain 

Core Business Processes 

Chief Executive Officer 

Chief Financial Officer 

Chief Information Officer 

Civilian 

Civilian Personnel 

Capability Maturity Model Integration 
Center for a New American Security 
Company 

Commercial off the Shelf 

Contract 

Defense Business Board 

Defense Business Council 

Deputy Chief Management Officer 
Deputy Secretary of Defense 
Departments 

Development 

Deputy Executive Committee 
Defense Integrated Military Human Resources System 
Expeditionary Combat Support System 
Enterprise Resource Planning 
Financial Flow 

Full-time Equivalent 

Fiscal Year 

Government Accountability Office 
General Schedule 

Human Capital 

Human Capital Management 
Hewlett Packard 

Human Resource 

Internal Revenue Service 
Information Technology 
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LIW 
LOG 
LOGSA 
MIL 
MILPERS 
OPS 
OSD 
PDF 
PM 
PROC 
ROI 
ROW 
RPM 
SAP 
SDM 
SECDEF 
TECH 
US 
USG 
USN 
VCICS 


Logistics Information Warehouse 
Logistics 

Logistics Support Agency 

Military 

Military Personnel 

Operations 

Office of the Secretary of Defense 
Portable Document Format 
Program Manager 

Procurement 

Return on Investment 

Remote Operational Web 

Real Property Management 
Systems Application and Products 
Service Delivery Model 

Secretary of Defense 

Technology 

United States 

United States Government 
United States Navy 

Vice Chairman Joint Chiefs of Staff 
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DEFENSE BUSINESS BOARD MEMBERS 


Robert Stein, Chair, President, The Regency Group 
Nancy Killefer, Vice Chair, Senior Partner, McKinsey & Company, Inc. 


Dr. Cynthia Trudell, Vice Chair, Executive Vice President, Human Resources 
& Chief HR Officer, PepsiCo, Inc. 


Denis Bovin, Senior Advisor, Evercore Partners 

Howard Cox, Advisory Partner, Greylock Partners 

Roxanne Decyk, Former Executive Vice President, Royal Dutch Shell 

Taylor Glover, President & Chief Executive Officer, Turner Enterprises, Inc. 

Kenneth Klepper, Former President & Chief Operating Officer, Medco Health Solutions 
David Langstaff, Former President & Chief Executive Officer, TASC, Inc. 

Shelly Lazarus, Chairman Emeritus, Ogilvy & Mather 

Emil Michael, Senior Vice President of Business, Uber Technologies, Inc. 

Thomas Nides, Managing Director & Vice Chairman, Morgan Stanley 

Philip Odeen, Corporate Board Director, Former Chairman AES Corporation & Convergys 
Nicholas Pinchuk, Chairman & Chief Executive Officer, Snap-on Inc. 

William Phillips, Principal in Charge, Federal Advisory Unit, KPMG 

Mark Ronald, Former Chief Executive Officer, BAE Systems, Inc. 

Kevin Walker, Chief Operating Officer, Iberdrola, USA 

HON Daniel Werfel, Director, Public Sector Practice, The Boston Consulting Group 


Joseph Wright, Chairman, MTN/Seamobile, Former Chief Executive Officer, 
Scientific Games, Intelsat 


HON Dov Zakheim, Senior Advisor, Center for Strategic and International Studies 
Jack Zoeller, Chairman & Chief Executive Officer, Bank of Virginia 
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